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J EFF HATCH-MILLER
KRIS TIN K. MAYES
GARY P IERCE YW,

DOCKET NO. W-02169A-07-0098IN THE  MATTE R OF THE OF THE
APPLICATION OF KEATON DEVELOPMENT
COMP ANY FOR AN EXTENS ION OF ITS
CERTIFICATE OF CONVENIENCE AND
NECESSITY FOR THE PROVISION OF
WATER SERVICE IN PORTIONS OF LA PAZ
COUNTY, ARIZONA.

DECISION NO: 7 0 1 7 2

OPINION AND ORDER

November 30, 2007

Phoenix, Arizona

Marc E. S tem

Mr.  R ic h a rd  L.  S a llq u is t,  S a llq u is t Dru mmo n d  &
()'Connor, P .C . on  be ha lf o f Ke a ton  De ve lopme nt
Company, and

Ms . Robin Mitche ll, S ta ff Attorne y, Le ga l Divis ion, on
b e h a lf o f th e Utilit ie s  Div is io n  o f th e  Ar iz o n a
Corpora tion Commiss ion.

BY THE CO MMIS S IO N:
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l l DATE OF HEARING:

12 P LACE OF HEARING:

13 ADMINIS TRATIVE LAW J UDGE:

14 APPEARANCES:
15

1 6
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1 9 ,

20 On February 13, 2007, Kea ton Deve lopment Company ("Applicant"

21 applica tion for an extens ion of its  exis ting Certifica te  of Convenience  and Neces s ity ("Certifica te")

22 with the  Arizona  Corpora tion Commis s ion ("Commis s ion") to  provide  public  wa te r s e rvice  in

23 various  parts  of La Paz County, Arizona.

24 On Ma rch  9 , 2007 , the  Commis s ion 's  Utilitie s  Divis ion  ("S ta fF ') is s ue d  a  Notice  of

25 Ins uffic ie nc y whic h  ind ic a te d  tha t the  Compa ny's  a pp lic a tion  ha d  no t me t the  s uffic ie nc y

26 re quire me nts  ofA.A.C. R14-2-41 l(C).

27 On September 28, 2007, Staff is sued a  Notice  of Sufficiency to the Company.

28 On Octobe r 4, 2007, by Procedura l Orde r, the  above -captioned ma tte r was  s cheduled for

or "Compa ny") file d a n
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he a ring on Nove mbe r 30, 2007, a nd Applica nt wa s  orde re d to publish notice  of the  a pplica tion a nd

hearing thereon.

On  Nove mbe r 2 , 2007 , S ta ff file d  its  iNitia l re port wh ich  re comme nde d  de n ia l o f the

Compa ny's  a pplica tion.

On November 9, 2007, the  Company filed notice  tha t it had provided public notice  pursuant to

the  te rms of the  Commission's  *Procedura l Order, and a lso tiled objections  to the  S ta ff Report.

On Nove mbe r 30 , 2007 , a  fu ll public  he a ring  wa s  conve ne d  be fore  a  du ly a u thorize d

Adminis tra tive  La w Judge  of the  Commiss ion a t its  office s  in P hoe nix, Arizona . The  Compa ny and

S ta ff a ppe a re d with couns e l. At the  conclus ion  of the  he a ring , the  ma tte r wa s  ta ke n  unde r

advisement pending submiss ion of a  Recommended Opinion and Order to the  Commission.I

On De ce mbe r 7, 2007, S ta ff tile d a n a me nde d S ta ff Re port which re comme nds  tha t the

Commis s ion is s ue  a n Orde r P re limina ry to the  Compa ny for the  a re a  for which it is  re que s ting a n

extens ion of its  Ce rtifica te .
1 4

* * * * * * * * * * * * * * * * * * * *

15

16
Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in  the  pre mis e s , the

Commiss ion finds , concludes , and orders  tha t:
17

F INDING S  O F  F AC T

3 1. . P urs ua n t to  a u thority g ra n te d  by the  Commis s ion , the  Compa ny is  a n  Arizona

20 corpora tion e nga ge d in the  bus ine s s  of providing public wa te r s e rvice  in the  vicinity of S a lome , La

21 Paz County, Arizona  pursuant to Decis ion No. 41705 (November 12, 1971).

22 2. On Fe brua ry 13, 2007, the  Compa ny file d  a n a pplica tion for a n e xte ns ion of its

23

24

25
3.

e xis ting Ce rtifica te  in orde r to provide  wa te r s e rvice  to a n a re a  which is  ma rke d Exhibit A, a tta che d

here to and incorpora ted here in by re fe rence .

Public notice  of the  applica tion was  provided in accordance  with the  law.

With its  a pplica tion, the  Compa ny is  s e e king a n e xte ns ion of its  Ce rtifica te  to provide4.
26

27

28

1 At the conclusion of the hearing, the presiding Administrative Law Judge directed Staff to tile an amended Staff Report
due to changes made when Staff testified at the hearing. One of the included changes is that the Commission approve the
Company's request for an extension with an Order Preliminary.
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public water service to approximately 72 acres of land which are being developed as residential

subdivisions, Sunshine Acres, a 37 acre parcel being developed as a 107 lot subdivision, and Salome

Heights, a 35 acre parcel which is being developed as a 29 lot subdivision.

5. The two subdivisions are owned by the same owners and are adjacent to one another,

approximately one-half mile east of the Company's existing certificated service area.

6. At present, the Applicant is providing public water service to approximately 475

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

2 1

2 2

23

2 4

25

2 6

2 7

2 8

cus tom e rs .

7. According to the  S ta ff Report, the  Company has  two active  wells  which produce

a pproxima te ly 760 ga llons  pe r minute  ("GPM") of wa te r, a nd one  ina ctive  we ll which ha s  a

production capacity of approximately 383 GPM and will be brought on line to serve the extension

area described in Exhibit A.

8. The developers will fund the cost of the transmission facilities for the Company with

advances in aid of construction totaling approximately $264,500 through main extension agreements

which are approved by the Commission.

9. Concurrently with its  application, the Company submitted an Approval to Construct

("ATC") which was issued by the Arizona Department of Environmental Quality ("ADEQ") for the

water facilities to serve the Sunshine Acres subdivision. During the hearing, the Company indicated

that it will file a copy of the Salome Heights subdivision's ATC upon receipt from ADEQ.

10. The  Company, in conjunction with its  applica tion, on Octobe r 31, 2007, tiled a

Curtailment Tariff with the Commission for its approval.

l l . Applicant furthe r indica te s  tha t it will file  a  copy of a  Le tte r of Adequa te  Wa te r

Supply ("LAWS") which is  to be  is s ue d from the  Arizona  De pa rtme nt of Wa te r Re s ource s

("ADWR") which will demonstra te  the  availability of adequate  water to serve the  extension area

upon its receipt from the state agency.

12. On November 2, 2007, Staff filed its report which initially recommended the denial of

the Company's  application based on an ADEQ report which indicated that ADEQ was unable  to

determine whether the system was delivering water which met the requirements of the Safe Drinking

3 DECIS ION no. 70172
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Wa te r Act. Howe ve r, on Nove mbe r 9, 2007, ADEQ is sue d a  curre nt s ta tus  re port to the  Compa ny

wh ich  in d ica te s  th a t it h a s  n o  ma jo r d e fic ie n c ie s  a n d  is  d e live rin g  wa te r wh ich  me e ts  th e

re quire me nts  of the  S a fe  Drinking Wa te r Act. Upon the  Compa ny's  re ce ipt of the  curre nt ADEQ

sta tus  report, a  copy was  filed with the  Commiss ion.

13. During the  hea ring, based on the  current ADEQ s ta tus  report, S ta ff revised its  origina l

re comme nda tion a nd is  now re comme nding tha t the  Commis s ion is s ue  the  Applica nt a n Orde r

Pre limina ry for the  extens ion of its  Ce rtifica te  for the  a rea  de scribed in Exhibit A.

14. On De ce mbe r 7, 2007, pursua nt to the  pre s iding Adminis tra tive  La w Judge 's  re que s t

during the  he a ring, S ta ff file d a n a me nde d S ta ff Re port which se t forth its  re comme nda tion tha t the

Commiss ion approve  the  is suance  of an Orde r P re limina ry to the  Company a long with seve ra l othe r

recommendations .

15. According to  the  S ta ff Re port, the  Compa ny ha s  no complia nce  is s ue s  with  the

Commiss ion a nd the  Compa ny is  de live ring wa te r with no more  tha n five  pa rts  pe r billion ("ppb") of

a rsenic, which is  in compliance  with the  new a rsenic s tanda rd e s tablished by the  U.S . Environmenta l

Protection Agency. The  Company is  a lso current on the  payment of its  sa les  and property taxes .

16. S ta ff is  re comme nding tha t the  Commiss ion a pprove  a n Orde r P re limina ry be  is sue d

to the  Company for the  extens ion area subje ct to the  following conditions :

tha t the  Company be  required to cha rge  its  authorized ra te s  and cha rges  in the  extens ion
area:

•

15
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•

tha t the  Compa ny file , within thre e  ye a rs  of the  e ffe ctive  da te  of this  De cis ion, with the
Commiss ion's  Docke t Control, a s  a  complia nce  ite m in this  docke t, a  copy of a  fra nchise
agreement issued from La Paz County for the  requested extension area ,

tha t the  Compa ny file , within thre e  ye a rs  of the  e ffe ctive  da te  of this  De cis ion, with the
Colnmiss ion's  Docke t Control, a s  a  compliance  item in this  docke t, a  copy of the  ATC for
Sa lome  He ights  which is  to be  issued by ADEQ,

tha t the  Compa ny file , within thre e  ye a rs  of the  e ffe ctive  da te  of this  De cis ion, with the
Commiss ion's  Docke t Control, a s  a  compliance  item in this  docke t, a  copy of the  Le tte r of
Ade qua te  Wa te r S upply which  is  to  be  is s ue d  by ADWR which  de mons tra te s  the
a va ila bility of a de qua te  wa te r for the  S unshine  Acre s  a nd S a lome  He ights  subdivis ions ,
and

23

24

25

26

27

28

tha t the  Compa ny upon complying with the  s e cond, third, a nd fourth conditions  a bove ,
ma ke  a  complia nce  filing, a nd within s ixty da ys  of this  filing, S ta ff sha ll tile  a  re sponse  in
the  font of a n Orde r to be  pla ce d on the  Commis s ion's  a ge nda  for a  vote  to a pprove  a
Certifica te  a s  soon a s  poss ible  a fte r S ta ffs  tiling tha t confirms  the  Company's  compliance
with the  second. third and fourth conditions  lis ted above .
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17. S ta ff furthe r re comme nds  a pprova l of the  Curta ilme nt Ta riff file d by the  Applica nt.

18. Because  an a llowance  for the  prope rty tax expense  of the  Company is  included in the

Company's  ra tes  and will be  collected from its  customers , the  Commission seeks  assurances  from the

Compa ny tha t a ny ta xe s  colle cte d from ra te pa ye rs  ha ve  be e n re mitte d to the  a ppropria te  ta xing

authority. It ha s  come  to the  Commiss ion's  a ttention tha t a  number of utilitie s  have  been unwilling or

una ble  to fulfill the ir obliga tion to pa y the  ta xe s  tha t we re  colle cte d from ra te pa ye rs , s ome  for a s

many as  twenty yea rs . It is  reasonable , the re fore , tha t a s  a  preventive  measure , the  Company should

a nnua lly file , a s  pa rt of its  Annua l Re port, a n a ffida vit with the  Utilitie s  Divis ion a tte s ting tha t the

Company is  current in paying its  prope rty taxes  in Arizona .

19. We find tha t S ta ff' s  recommenda tions , a s  se t forth in Findings  of Fact Nos . 16 and 17

are reasonable and should be adopted.

CO NCLUS IO NS  O F  LAW

1. Applica nt is  a  public s e rvice  corpora tion within  the  me a ning of Article  XV of the

2. The  Commiss ion ha s  jurisdiction ove r the  Compa ny a nd of the  subje ct ma tte r of the

a pplica tion.

Notice  of the  applica tion was  provided in accordance  with the  law.

The re  is  a  public ne e d a nd ne ce ss ity for wa te r utility se rvice  in the  propose d se rvice

a rea  described in Exhibit A.

5. The  Compa ny is  a  fit a nd prope r e ntity to re ce ive  a n Orde r P re limina ry prior to the

issuance  of a  Certifica te .

6. The  a pplica tion by the  Compa ny to e xte nd its  Ce rtifica te  for the  a re a  de s cribe d in

Exhibit A should be  gra nte d for a n Orde r P re limina ry a s  re comme nde d by S ta ff in Findings  of Fa ct

No. 16.
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The  Curta ilment Ta riff filed by the  Company should be  approved.
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IT IS THEREFORE ORDERED that the application of Keaton Development Company for an

amendment to its Certificate of Convenience and Necessity for the operation of water utility in the

area more fully described in Exhibit A is hereby approved for an Order Preliminary provided that

Keaton Development Company complies with the conditions set forth in Findings of Fact No. 16.

IT IS FURTHER ORDERED that upon Keaton Development Company satisfying the second,

third and fourth conditions of Findings of Fact No. 16, it shall file a Notice of Compliance and within

sixty days of this filing, Staff shall file a response in the form of a Commission Order to be placed on

the Commission's agenda to approve a Certificate of Convenience and Necessity upon Staff' s

confirmation that Keaton Development Company has complied with the conditions set forth in

Findings of Fact No. 16 above.

IT IS FURTHER ORDERED that the Curtailment Tariff filed by Keaton Development

Company is hereby approved.

IT IS FURTHER ORDERED that Keaton Development Company shall charge water

customers in the areas more fully described in Exhibit A its tariffed rates and charges as authorized

previously by the Commission

6 DECISION NO. 70172
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Commission to be affixed at the Capitol, in the City of Phoenix,
2008.

IN  WIT NE S S  WHE R E OF  I  DE AN s .  M IL L E R ,  In t er im
Executive Director of the Arizona Corporation Commission,
have hereunto set my hand and caused the official seal of the

¢his day of F324 .

/%/4
INTERIM EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT
MEs.db
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IT IS FURTHER ORDERED that Keaton Development Company shall annually file, as part

of its Annual Report, an affidavit with the Utilities Division attesting that the Company is current in

paying its property taxes in Arizona.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
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KEATON DEVELOPMENT COMPANY

DOCKET NO.: W-02169A-07-0098

1 S RVICE LIS T FOR:

2

3

4

5
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Richa rd L. S a llquis t
S ALLQUIS T, DRUMMOND & O 'CONNOR, P .C.
4500 South Lakes hore  Drive . Suite  339
Te mpe , Arizona  85282
Attorne y for Ke a ton De ve lopme nt Compa ny
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Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 Wes t Washington Stree t
P hoe nix. Arizona  85007

10

11

Ernes t Johnson, Director
Utilitie s  Divis ion
ARIZONA CORP OR.ATION COMMIS S ION
1200 Wes t Washington Stree t
P hoe nix, Arizona  8500712
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EXHIBIT "A"
1 LEGAL DESCRIPTION

2 S UNS HINE ACRES

3

4

Th e  S o u th  6 1 3 .7 7  fe e t o f th e  No rth  9 1 3 .7 7  fe e t o f th e
Northe a s t Qua rte r of S e ction 27, Towns hip 5 North, Ra nge
13 West of the  G8cSRB8<:M. La Paz. Arizona

5 SALOME HEIGHTS

6

7

PARCEL DESCRIPTION -
`ll1ot parcel of  land sit luuted in the NE 1/4 of  Section 27, Township 5
North, Range 13 West, Gila 81: Salt River Meridian, Lo Paz County, Arizona,
and being more particularly described as follows:

8

9

10

11
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1 3

1 4

15

1 6
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18

1 9

Commencing for reference at the Northeast corner of said Section 27,
Thence SO`05'59"E along the East line of said Section 27 a distance of
912.85 feet to a point on the centerline of Palm Boulevard, said point
also being the POINT OF BEGINNING;
Thence N89'57'55»W along the centerline of said Palm Boulevard a
distance of 2135.18 feet to the beginning of a curve to the right, concave
to the Northeast, having o radius of 300.00 feet and a central angle of
43.40'49",
Thence Northwest along said curve an arc distance of 228.71 feet, said
arc also being the centerline of said Palm Boulevard,
Thence N46l17'06»W along the centerline of said Palm Boulevard a distance
of 47.20 feet to the intersection of Palm Boulevard and Mesquite Avenue,
Thence S43'42'54»W along the centerline of said Mesquite Avenue a
distance of 299.90 feet to the beginning of a curve to the left, concave
to the- Southeast, with a radius of 300.00 feet and a central angle of
43.37'15",
Thence Southwest along said curve an arc distance of 228.40 feet, said
arc also being the centerline of said Mesquite Avenue,
Thence S0l05'39"W along the centerline of said Mesquite Avenue a distance
of 265.87 feet to the intersection of Mesquite Avenue and Cactus Street,
Thence S89'57'55"E along the centerline of said Cactus Street a distance
of 2668.28 feet to a point on the East line of said Section 27;
Thence N0l05'59"W along the East line of said Section 27 a distance of
574.00 feet to the POINT or BEGINNING.
Containing 37.05 acres, more or less.

20

2 1
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23

EXHIBIT "Asa
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